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Corporations Not Entitled to a Reduction in Tex 
under the Revenue Act of 1924. 


The Commissioner of Internal Revenue advises as follows: 


"There appears to be a misunderstanding as to the amount of 
neome tax imposed upon corporations by the Revenue Act of 1924. Your attention is 
firected to the fact that under the provisions of Section 230 of the Act the income 
ax On corporations is 12% per cent., which is the same rate of tax applicable for 
he taxable year 1923. Corporations, therefore, are not permitted to take as a 
redit any reduction in tax for the payment due June 15, or any subsequent install<- 
kent date. The credit of 26 per cert. is limited to individuals, and fiducieries 

9 are required to file returns on Forms 1040 or 1040A." 


Further Information on Regulation of Forei 
Corporations Engaged in Business in Alaboma. 
In Membership Letter No. 64, under date of May 17, 1924, there 
as contained a reference to the Alabama lews for foreign corparations engaged in 


business within the State. Some requests have been received for information gener- 
‘ly on this subject, not only in Alabama, but in other States. 


Every State hes different laws in reference to the necessity 
For qualification to do business and the penalties for doing business without so 
qualifying. The canning industry, ever since it entered the commercial field, has 
Fone business in every State and is familiar with the reguletions. For general 
guidance, the following fundamental principles, prepared by the Association's cain- 
el, will apply in all States: 
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- Whatever the state statute may be, it is safe to sey that 6 
corporation does not do business within a state within the meaning of a statute pre- 
scribing the conditions upon which foreign corporetions may do business therein 
either fa) where no business is in fect done by it within the state or (>) where 

the business transacted by it within the stete constitutes interstate commerce. 
Mtherefore, while the decision in any case depends on exactly what the foreign cor- 
poration is doing and exactly what the state law is (which in practice always in- 
volves difficult questions of fact es well as law), nevertheless there are certain 
principles which run through all the decisions: 


(The canner is assumed to be a corporation domiciled in State 


meA, and “J qualified to do business as a foreign corporation under the laws of 
State B. 


(1) When goods are sold by a canner incorporated in State A, 
either through e broker or his own salesmen in State B, and are deliverable from 
stocks warehoused by the canner in Stete B, but not delivered in the originel pack- 
age, this is an intrastate transaction within State B and the canner is subject to 

the law of State B and incurs whatever penalties mey be provided by that lew for 


failure to qualify. The canner is doing a local business of the same nature as mere 
chants located in Stete B,. 


(1.A) There is some authority for the proposition that where 
goods ere sold by a canner incorporated in State A, either through a broker or his 
own salesmen in State B, and are deliverable from stocks warehoused by the canner in 
State B, but always kept in the original package, this is interstate commerce. But 
the rule Is not well enough esteblishe jutltty to be relied upon, 


(2) When orders are taken in State B, submitted to the canner 
in State A where the canner is domiciled, and the goods shipped into Stete B simply 


to fill orders, it is interstate commerce and does not constitute doing business 
within State B. 


(3) When salesmen representing a canner domiciled in State A 
®@licit orders in State B for the canner's goods for the account of and to be dis- 
tributed to the retriler by e resident wholesale grocer, this is domestic business 
in State B--inducing one local merchant to buy e perticular class of goods from 
another--even though none of the canner's goods to which the canner retains title 
are within the State B until after orders are given by the wholesalers, end this 
would be doing business by the canner within State B. 


As authority for propositions (1), (2), and (3) see Cheney 
Brothers Co. vs. Massachusetts, 246 U.S. 147. This is e very illuminating case 


which covers a number of different situations. Persons interested should read this 
case in full, 


There is a situation which arises when the canner domiciled in 
State A consigns goods to a factor or commission merchant in State B and the commis- 
sion merchant stores the goods and sells them in his own name. In these cases, even 
though title is retained by the canner, if the business of selling the goods can 
fairty be said to be that of the commission merchant or factor, there is considereble 
tuthority for the proposition that the canner is not doing business within the state. 
There is always e strong chance, however, that the contract between the canner and 
the commission merchant will be held one of agency in which case the canner would be 
considered as doing business within the State. A middle ground is the view that 
Whether or not the canner is doing business within the state because of sales by the 
factor to third persons nevertheless a suit by the cenner against the factor cannot 
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be prevented by state lew for the dealings betwoen the canner and factor certainly 
onctitute interstate commerce. The federal courts will at least go to this extent. 
he cases On the subject are colieoted in e note tu L.R.A-, 1916 F 324. The only 
boneral statement that will fit all the sasos beerirg cn “she qiestion is that they 


bie numerous, various, and 


(4) If the local dealer purchases the goods outright from the 
anner, the business transaction between the parties is interstate commerce pure and 
simple and there is no violation of a statute requiring foreign corporations doing 
business within the state to comply with certein requirements. 


There are two interesting pamphlets on the subject, one entitled 
"What Constitutes Doing Business", gotten out by the Corporation Trust Company, and 
containing numerous decisions in different stetes, and another entitled "Foreign 
Corporations", gotten out by the U.S.Corporation Company, and containing statutes 
of the states relating to qualification. These can readily be obtained from the com- 
penies in question which have offices in most largo cities. 


Association Represented at Child Labour Conferences 


At the Child Labor Conference, held in Washington Mey 28th, one 
of the speakers dwelt at considerable length on the alleged employment of children in 


canneries, and proposed a boycott of the products of all cnanners by whom children 
ere employed. 


One of the personnel of the Washingten cffice was present and 
read the following Resolution which was passed at the Buffalo Convention: 


"WHEREAS, The present conflicting state laws relnting to child 
labor, cause economic disadvantage to canners of various states, and 


WHEREAS, uniform Federal requirements would serve both social 
betterment and industrial advantage, and 


WHEREAS, an Amendment to the Federal Constitution was necessary 
to the enactment of such Federal legislation, and 


WHEREAS, consideration of such a Constitutionel emendment is 
new pending in the Congress of the United States; therefore be it 


RESOLVED, that the National Canners Association does hereby ex- 
press its desire that such amendment mey be promptly enacted to the end that reason- 
able uniform Federal reguletion may be secured." 


This, and a few remarks on his personal experience in visiting 
conneries, turned the whole tide of the discussion and placed the industry in the 
Proper light before the conference. 


The proposed Amendment to the Constitution has been passed, and 
is now submitted to the States for ratification. 


Proposed Increase Of Freight Rates on Canned Foods 
from Delaware, haryland, end Virginia, to New Jersey 


and Pennsylvania. 


By an order entered to-day in Investigation and Suspension 
Dockot No. 2138, the Interstate Commerce Commission suspended from June 1, until 
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September 29, 1924, the operction of certain schedules as published in Supplements 
Nos, 13,14,15, and 16 to Pennsylvania Reilvoad Company tariff 


The suspended echedules nrovose to increr.se rates on canned 
foods, viz., fish, fish roe, fruits, veestables, oysters, and tomato pulp, carloads 
end less than cerionds, from pints in tha states of Deiaware, Marylend, and Vir- 
ginie to destinations on the Centiel Railroad of New Jersey and Pennsylvania. 


It is ordered thet this proceeding be, and the same is hereby, 
assigned for hearing June 20, 1624, 10 o’cluck a.m., at the offices of the Inter- 
state Commerce Commission, Wastington, D.C., before Examiner Konigsberg. 


The Washington office has advised the Secretaries of the state 
end local associations in the territory affected of the hearing. 


Tex Case Decision of Interest Canmore. 


The United States Court of Cleime has made a recent decision 
ine tax case which is of interest to the general public. Under the Revenue Act of 
1918, which was in force during the years 1918, 1919. and 1929, it was contended by 
the texpeyer thet ea loss, deductible in determining his net income, might be deter- 
mined by taking the difference between the value of property on March 1, 1915, and 
the price for which it was sold in 1919, even though the selling price was groacer 
than the original cost of the property prior to March 1, 1913. The bureau of Inter= 
nal hevenue,on the other hand, has been holding thet there can de no loss under the 
act in question unless there is a loss on the entire transection from ourchase to 
sale. Thus, if e share of stock wens bought in 1932 for $100., was worth $200. on 
Merch 1, 1913, and was sold for $150. in 1919, it wes the contention of the taxpayer 
that there would be a loss of $50., whereas the Bureau of Internal Reverue would not 
tllow any loss st all since there had been no loss on the whole transection. 


The court sustained the contention of the taxpayer. If this 
contention is ultimately sustained by the United States Supreme Court, or if the 
Bureau decides that it will eccept the ruling of the Court of Claims and dees not 


appeal the case, the ruling will undoubtedly result in refunds to a large number of 
taxpayers. 


No Joke to the Ce nning Industry. 


The Association has just completed the investigation of a news- 


paper report of ptomaine poisoning, alleged to be due to canned foods, elthough no 
specific product was mentioned. 


Upon interviewing the person referred to in the report, state- 
ment was obtained from him thet he did not ettribute his illness to canned foods 
and thet his wife had eaten the same foods et the suspected meal without any ill 


effects whatever. In his opinion, the report was published by the local newspaper 
as e joke on himself. 


The matter hes been teken up with the newspeper editor for the 
Purpose of pointing out to him the serious aspect of such publications from the 
standpoint of the industry. 


Enquiries for Americem Canned Foods. 


Specific enquiries for American goods received in the Depart- 
ment of Commerce include one from Nicareuga, for canned goods; one from England, 
for canned fruits and canned vegetables; from Germany, for canned goods, canned 


; 
| 
i 
| 
' 
= 
4 
7 
q 
j 
' 
} 
t 
aN 


embership Letter No. 67, June 7, 1924---page 5. 


niits, and canned milk; from Czechoslovakia for dried and canned fruits; and from 
unatre for canned fruits, salmon, and sardines. 


Druggists Barre¢ fron Selling Canned Foods. 


Judge Callaghan of New York recently issued an injunction re- 
training William J. Lindemann, proprietor of the Lindemann Pharmacy, from selling 
onred fruits and preserves, on the grounds that groceries do not fall within the 
lacsification of drug store merchandise. The action was sought by Herman Brothers, 
ueens County, Operators of a delicatessen store. 


Navy in the Market fér Canned Peas. 


The Navy has issued Schedule 2233 covering the contemplated 
purchase of ea quantity of peas on the bid and tender plan, bids to be opened at 
10 a.sm., On June 17th. The peas are to be delivered as follows: 


110,000 lbs. - Navy Yard, Boston, not later than Oct. 1, 1924. 
330,000 lbs. = South Brooklyn, N.Y." " 
140,000 lbs. = Philadelphia, Pa. 
920,000 lbs. - Hampton Roads,Va,. 
970,000 lbs. - Mere Is.,Celif. 7 
145,000 lbs. - Puget Sound,Wash. 


Canners interested in submitting bids should communicete im- 
mediately with the Bureau of Supplies and Accounts, Navy Department, Washington,D.C. 


Excess Profits Tax--Decision of Court. 


By a recent decision of the United States District Court for 
the Northern District of West Virginia, borrowed money is excluded from invested 
capital for the purpose of computing the excess profits tax, and a corporation whose 
capite] consists entirely of borrowed capital, has no invested capital within the 
meening of the Act, and is therefore entitled to assessment, under the provisions 
of Section 209 of the Statute of Limitations. 


Under Section 9(a) of the Revenue Act of 1916, the three years 
limitation upon the Government's right to collect by summary proceeding, does not 


mee the Government's right to proceed by action to g0llect the tax by law or in 
equ ye 


Section 250(d4) of the Revenue Act of 1921 is retroactive and 
®pplies to the determination and assessment of tax under the Revenue Act of 1916. 
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